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DEFERMENT OF INVENTORY MANAGEMENT REPORTING IN TERMS OF THE MODIFIED CASH
STANDARD

PURPOSE

The purpose of this Circular is to inform Accounting Officers and Chief Financial
Officers of departments on the roll-out of inventory management and reporting
based on the revised Modified Cash Standard issued by National Treasury in
December 2016.

BACKGROUND

2.

The Provincial Treasury (PT), with the assistance of a service provider have conducted
assessments at departments to determine their readiness to report on inventory. This
process highlighted specific impediments within departments that would prevent
them from reporting on inventory in terms of the MCS from 1 April 2017 which could
lead to audit risks.

The PT highlighted implementation issues to NT in a letter dated 28 October 2016. At
a Provincial Accountant-General meeting, National Treasury acknowledged the risks
relating to inventory reporting with effect from 1 April 2017.

The December 2016 amendments of the MCS chapter on inventory deferred the
implementation date unfil further notice which will be covered by fransitional
provisions that will be communicated in a National Treasury circular.



MOTIVATION

5. The current outcome of the PT Inventory project has identified different stages of
readiness across all departments in terms of policies, procedure, controls and
systems.

6. Under the circumstance, PT advise that departments continue to prepare for full

disclosure of inventory reporting in terms of the MCS, and to ensure that the following
requirements are addressed:

- Inventory Management Policies and procedures to be instituted.
- Readiness assessment conducted and implementation issues identified.
- Implementation plan developed and instituted by the CFO.

- Stock takes conducted and asset registers updated.

7. Until NT has issued the transitional provisions for inventory reporting, departments are
required to continue reporting on inventory in the annexure to the AFS in terms of the
MCS.

RECOMMENDATION

8. Departments to address the requirements spelt out in paragraph 6 above with a

target date of 28 February 2017 for the finalisation of the inventory management and
reporting implementation plans done in consultation with the Provincial Treasury.
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